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Answer any FOUR (4) of the EIGHT (8) questions provided 


1. "Lump-sum taxes are efficient". Explain with the aid of a diagram. 


2 With the aid of diagrams, illustrate and explain the income effects and price effects of an 
intergovernmental nonmatching grant program. 


3. With the aid of a diagram, compare and contrast the effects of transferable and non- 
transferable ration coupons where there is no binding constraint. 


4. With the aid of diagrams, illustrate and explain how social welfare functions can depict 
various trade-offs between equity and efficiency, including the extreme cases where no 
equity/efficiency trade-offs can increase social welfare. 


2. "A tradeable permit approach to air pollution is superior to a tax approach". Discuss. 


6. With the aid of a diagram, illustrate and explain returns to scale in the context of long-run 
production functions. 


fi Define the concepts of market failure and government failure and briefly outline their main 
sources. 
8. With the aid of diagrams, compare the work disincentive effects of "traditional" welfare 


programs with the Earned Tax Credit (EITC) program. 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
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